
THE PUBLIC SCHOOL EMPLOYEES RETIREMENT ACT OF 1979 (EXCERPT)
Act 300 of 1980

ARTICLE 3

38.1341 Determining annual level percentage of payroll contribution rate; computation;
unfunded actuarial accrued liability contribution rate; limitation; certification of estimated
aggregate compensations; computation and certification of sum due and payable;
payment; certification of actual aggregate compensations; adjustment; evidence of
correctness; audit; duties of reporting unit; submission of difference occurring in certain
fiscal years; interest rate; reassignment of assets; rate of investment return; basis of asset
valuation; use of salary increase assumption; deposit to health advance funding
subaccount; allocations from employer contributions; "current operating expenditures"
defined.
Sec. 41. (1) The annual level percentage of payroll contribution rate to finance benefits being provided and

to be provided by the retirement system shall be determined by actuarial valuation pursuant to subsection (2)
upon the basis of the risk assumptions that the retirement board and the department adopt after consultation
with the state treasurer and an actuary. An annual actuarial valuation shall be made of the retirement system in
order to determine the actuarial condition of the retirement system and the required contribution to the
retirement system. An annual actuarial gain-loss experience study of the retirement system shall be made in
order to determine the financial effect of variations of actual retirement system experience from projected
experience.

(2) Except as otherwise provided in this subsection, the contribution rate for benefits shall be computed
using an individual projected benefit entry age normal cost method of valuation. Except as otherwise provided
in this section, for the 1995-96 state fiscal year and for each subsequent fiscal year before the 2012-2013 state
fiscal year, the contribution rate for health benefits provided under section 91 shall be computed using a cash
disbursement method. Beginning in the 2012-2013 state fiscal year and for each subsequent fiscal year, if the
contributions described in section 43e are determined by a final order of a court of competent jurisdiction for
which all rights of appeal have been exhausted to be unconstitutional and the contributions are not deposited
into the appropriate funding account referenced in section 43e, the contribution rate for health benefits
provided under section 91 shall be computed using a cash disbursement method. The contribution rate for
service likely to be rendered in the current year, the normal cost contribution rate, shall be equal to the
aggregate amount of individual projected benefit entry age normal costs divided by 1% of the aggregate
amount of active members' valuation compensation. Except as otherwise provided under this subsection, the
contribution rate for unfunded service rendered before the valuation date, the unfunded actuarial accrued
liability contribution rate, shall be the aggregate amount of unfunded actuarial accrued liabilities divided by
1% of the actuarial present value over a period not to exceed 50 years of projected valuation compensation,
where unfunded actuarial accrued liabilities are equal to the actuarial present value of benefits, reduced by the
actuarial present value of future normal cost contributions and the actuarial value of assets on the valuation
date. Beginning with the 2012-2013 state fiscal year and for each subsequent fiscal year, the unfunded
actuarial accrued liability contribution rate applied to payroll shall not exceed 20.96%. Any additional
unfunded actuarial accrued liability contributions as determined under this section for each fiscal year are to
be paid by appropriation from the school aid fund established by section 11 of article IX of the state
constitution of 1963. Except as otherwise provided in section 41a, the unfunded actuarial accrued liability
contribution rate shall be based upon and applied to the combined payrolls of the employees who are
members and qualified participants.

(3) Before November 1 of each year, the executive secretary of the retirement board shall certify to the
director of the department the aggregate compensation estimated to be paid public school employees for the
current state fiscal year.

(4) On the basis of the estimate under subsection (3), the annual actuarial valuation, and any adjustment
required under subsection (6), the director of the department shall compute the sum due and payable to the
retirement system and shall certify this amount to the reporting units.

(5) The reporting units shall make payment of the amount certified under subsection (4) to the director of
the department in equal payroll cycle installments for unfunded actuarial accrued liability contributions and
payroll cycle installments for normal cost contributions.

(6) Not later than 90 days after termination of each state fiscal year, the executive secretary of the
retirement board shall certify to the director of the department and each reporting unit the actual aggregate
compensation paid to public school employees during the preceding state fiscal year. Upon receipt of that
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certification, the director of the department may compute any adjustment required to the amount due to a
difference between the estimated and the actual aggregate compensation and the estimated and the actual
actuarial employer contribution rate. The difference, if any, shall be paid as provided in subsection (9). This
subsection does not apply in a fiscal year in which a deposit occurs pursuant to subsection (14).

(7) The director of the department may require evidence of correctness and may conduct an audit of the
aggregate compensation that the director of the department considers necessary to establish its correctness.

(8) A reporting unit shall forward employee and employer social security contributions and reports as
required by the federal old-age, survivors, disability, and hospital insurance provisions of title II of the social
security act, 42 USC 401 to 434.

(9) For an employer of an employee of a local public school district or an intermediate school district, for
differences occurring in fiscal years beginning on or after October 1, 1993, a minimum of 20% of the
difference between the estimated and the actual aggregate compensation and the estimated and the actual
actuarial employer contribution rate described in subsection (6), if any, shall be paid by that employer in the
next succeeding state fiscal year and a minimum of 25% of the remaining difference shall be paid by that
employer in each of the following 4 state fiscal years, or until 100% of the remaining difference is submitted,
whichever first occurs. For an employer of other public school employees, for differences occurring in fiscal
years beginning on or after October 1, 1991, a minimum of 20% of the difference between the estimated and
the actual aggregate compensation and the estimated and the actual actuarial employer contribution rate
described in subsection (6), if any, shall be paid by that employer in the next succeeding state fiscal year and a
minimum of 25% of the remaining difference shall be paid by that employer in each of the following 4 state
fiscal years, or until 100% of the remaining difference is submitted, whichever first occurs. In addition,
interest shall be included for each year that a portion of the remaining difference is carried forward. The
interest rate shall equal the actuarially assumed rate of investment return for the state fiscal year in which
payment is made. This subsection does not apply in a fiscal year in which a deposit occurs pursuant to
subsection (14).

(10) Beginning on the designated date, all assets held by the retirement system shall be reassigned their fair
market value, as determined by the state treasurer, as of the designated date, and in calculating any unfunded
actuarial accrued liabilities, any market gains or losses incurred before the designated date shall not be
considered by the retirement system's actuaries.

(11) Except as otherwise provided in this subsection, beginning on the designated date, the actuary used by
the retirement board shall assume a rate of return on investments of 8.00% per annum, as of the designated
date, which rate may only be changed with the approval of the retirement board and the director of the
department. Beginning on July 1, 2010, the actuary used by the retirement board shall assume a rate of return
on investments of 7.00% per annum for investments associated with members who first became members on
and after July 1, 2010, which rate may only be changed with the approval of the retirement board and the
director of the department.

(12) Beginning on the designated date, the value of assets used shall be based on a method that spreads
over a 5-year period the difference between actual and expected return occurring in each year after the
designated date and such methodology may only be changed with the approval of the retirement board and the
director of the department.

(13) Beginning on the designated date, the actuary used by the retirement board shall use a salary increase
assumption that projects annual salary increases of 4%. In addition to the 4%, the retirement board shall use
an additional percentage based upon an age-related scale to reflect merit, longevity, and promotional salary
increase. The actuary shall use this assumption until a change in the assumption is approved in writing by the
retirement board and the director of the department.

(14) For fiscal years that begin on or after October 1, 2001, if the actuarial valuation prepared pursuant to
this section demonstrates that as of the beginning of a fiscal year, and after all credits and transfers required
by this act for the previous fiscal year have been made, the sum of the actuarial value of assets and the
actuarial present value of future normal cost contributions exceeds the actuarial present value of benefits, the
amount based on the annual level percent of payroll contribution rate pursuant to subsections (1) and (2) may
be deposited into the health advance funding subaccount created by section 34.

(15) Notwithstanding any other provision of this act, if the retirement board establishes an arrangement and
fund as described in section 6 of the public employee retirement benefit protection act, 2002 PA 100, MCL
38.1686, the benefits that are required to be paid from that fund shall be paid from a portion of the employer
contributions described in this section or other eligible funds. The retirement board shall determine the
amount of the employer contributions or other eligible funds that shall be allocated to that fund and deposit
that amount in that fund before it deposits any remaining employer contributions or other eligible funds in the
pension fund.
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(16) As used in this section, "current operating expenditures" for a public local school district includes
functions 1xx, 2xx, 45x, and all object codes except 6xxx, as defined in the Michigan Public School
Accounting Manual Bulletin 1022, and is equal to the total of instructional and support services expenditures,
including the total general fund charges incurred in the general, special education, and vocational education
funds for the benefit of the current fiscal year, whether paid or unpaid, and all expenditures of the
instructional programs plus applicable supporting service costs reduced by capital outlay, debt service,
community services, and outgoing transfers and other transactions. Current operating expenditures for a
public local school district also include operating funds for any public school or other public educational
entity first authorized or established by the public local school district on or after the effective date of the
amendatory act that added this subsection.

History: 1980, Act 300, Imd. Eff. Oct. 31, 1980;Am. 1982, Act 197, Imd. Eff. July 1, 1982;Am. 1985, Act 91, Imd. Eff. July 10,
1985;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989;Am. 1992, Act 158, Imd. Eff. July 16, 1992;Am. 1993, Act 164, Imd. Eff. Sept.
16, 1993;Am. 1994, Act 272, Imd. Eff. July 11, 1994;Am. 1996, Act 278, Imd. Eff. June 17, 1996;Am. 1997, Act 143, Imd. Eff.
Nov. 19, 1997;Am. 2002, Act 94, Imd. Eff. Mar. 27, 2002;Am. 2007, Act 15, Imd. Eff. June 6, 2007;Am. 2010, Act 75, Imd. Eff.
May 19, 2010;Am. 2012, Act 300, Imd. Eff. Sept. 4, 2012.

Constitutionality: The Michigan Supreme Court held that the failure by the state to prefund retirement health care benefits is in
violation of Const 1963, art 9, § 24. However, the Michigan Supreme Court also held that it has no authority to order the governor or
legislature to appropriate funds. Musselman v Engler, 448 Mich 503; 533 NW2d 237 (1995).

Compiler's note: Enacting section 1 of Act 75 of 2010 provides:
"Enacting section 1. If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding

does not affect the validity of the remaining sections of this act or the act in its entirety."
Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300

38.1341a Separate contribution rate; unfunded accrued liability.
Sec. 41a. For fiscal years that begin on or after March 28, 1996, the retirement system shall determine a

separate contribution rate for a reporting unit that is a university listed in the definition of public school
employee under section 6. The retirement system shall determine the separate contribution rate in the manner
prescribed in section 41, except that the unfunded actuarial accrued liability shall be amortized over 40 years
beginning October 1, 1996 and ending on September 30, 2036, with the payment schedule for universities
being based on and applied to the combined payrolls of the universities' employees who are members and
who were hired before January 1, 1996 and the universities' employees who would have been members on or
after January 1, 1996, but for the enactment of 1995 PA 272. The amount of the unfunded accrued liability on
which the separate contribution rate is determined shall be that amount which a reporting unit that is a
university listed in the definition of public school employee under section 6 is legally responsible for and is
calculated by actuarial analysis. Any reduction in the unfunded liability of the system pursuant to
governmental action affecting the entire system will be allocated to all reporting units including universities
as determined by the system's actuary. For the 2006-2007 state fiscal year, the contribution for unfunded
actuarial accrued liability shall be equal to 4.5% of the unfunded actuarial accrued liability.

History: Add. 1995, Act 272, Eff. Mar. 28, 1996;Am. 1996, Act 488, Eff. Mar. 31, 1997;Am. 2007, Act 15, Imd. Eff. June 6,
2007;Am. 2012, Act 300, Imd. Eff. Sept. 4, 2012.

Compiler's note: Section 2 of Act 488 of 1996 provides:
“Section 2. If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding does not

affect the validity of the remaining sections of this act or the act in its entirety.”
Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300

38.1341b Employees as members on or after July 1, 2010; determination of separate
employer contribution rate; individuals performing services for entity not participating in
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retirement services; conditions.
Sec. 41b. (1) Beginning July 1, 2010, the retirement system may determine a separate employer

contribution rate for members who first became a member on or after July 1, 2010. Except as provided in this
section, the retirement system shall determine the separate employer contribution rate in the manner
prescribed in section 41.

(2) To the extent and upon approval by the internal revenue service, the retirement system for the Tier 1
plan and the plan administrator for the Tier 2 plan may also determine the extent to which some or all of the
individuals performing services for an entity not participating in the retirement system that receives any
funding from the state school aid fund established in section 11 of article IX of the state constitution of 1963
may participate in the Tier 1 and Tier 2 plans.

History: Add. 2010, Act 75, Imd. Eff. May 19, 2010.

Compiler's note: Former MCL 38.1341b, which pertained to payroll contribution rate, basis, and application, was repealed by Act
143 of 1997, Imd. Eff. Nov. 19, 1997.

Enacting section 1 of Act 75 of 2010 provides:
"Enacting section 1. If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding

does not affect the validity of the remaining sections of this act or the act in its entirety."

Popular name: Act 300

38.1342 Reporting unit contribution; exclusive obligation; contributions picked up by
employer; deduction of social security contributions; agreement of member; forwarding
certain retirement contributions; failure to submit report or contributions; late fee;
withholding payment of state funds for noncompliance.
Sec. 42. (1) Beginning with the 1994-95 state fiscal year, a reporting unit shall contribute the entire amount

determined under section 41 to the reserve for employer contributions and to the reserve for health benefits.
The reporting unit contribution under this subsection is the exclusive obligation of the reporting unit payable
out of general budget resources of the reporting unit, including funds available under local millage and other
local resources and from the state school aid allocation to the reporting unit, and shall not be a separate
obligation by specific reimbursement or otherwise of this state.

(2) As authorized by resolution or other enabling act of its governing body, the employer shall pick up all
contributions of a member made pursuant to section 43a for all compensation paid on or after January 1, 1987
and reported to the retirement system. Although considered contributions of a member for certain purposes
under this act, all contributions picked up shall be treated as paid by the employer in lieu of contributions by
the employee. Contributions picked up as provided in this subsection shall be paid from the same source of
funds that is used for paying compensation to the member. The employer may pick up these contributions by
either a reduction to the member's cash salary, an offset against a future salary increase, or a combination of a
reduction in salary and offset against a future salary increase. This subsection does not apply, and the
employer shall not deduct, offset, or remit contributions, until the department receives notification from the
United States internal revenue service that contributions picked up shall not be included as gross income of
the member until they are distributed or made available to the member, retirant, retirement allowance
beneficiary, or refund beneficiary.

(3) The employer shall deduct from a member's compensation the contributions for social security
provided in 1951 PA 205, MCL 38.851 to 38.871. Contributions shall be made while the member remains a
public school employee. Each reporting unit official shall deduct the social security contributions from the
compensation of each member for each payroll period after the date the employee becomes a member. Social
security contributions shall be made notwithstanding that the minimum compensation provided by law is
changed. Each member is considered to have agreed to the contributions prescribed in this subsection.

(4) Each reporting unit official shall forward member contributions to the retirement system on a schedule
and in a manner determined by the retirement system.

(5) Each reporting unit official shall forward the entire employer contribution required by this act to the
retirement system on a schedule and in a manner determined by the retirement system.

(6) Each reporting unit official shall submit to the retirement system a report that includes the information
for retirement purposes, including, but not limited to, persons employed, retirants performing services at a
reporting unit who are employed by an entity other than the reporting unit or who are independent contractors,
wages or amounts paid, hours, and contributions required under this act. The report shall contain the
information on a pay period basis and shall be submitted to the retirement system on a schedule and in a
manner determined by the retirement system. The superintendent for a reporting unit or the chief
administrator for a reporting unit that does not have a superintendent shall complete an annual certification
that gives authorization for the employees of the reporting unit to report the information to the retirement

Rendered Thursday, December 20, 2012 Page 4 Michigan Compiled Laws Complete Through PA 368 of 2012

 Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



system.
(7) If a reporting unit fails to submit a report or contributions, or both, according to the schedule

established by the retirement board, a late fee shall be paid by the reporting unit. If the remittance of
contributions is late, the late fee shall include interest for each day that the remittance of contributions is late.
The retirement board periodically may establish the late fee, which shall not be less than $25.00, and interest
charges, which shall not be less than 6% per annum. If a reporting unit fails to correct errors on a report
before the errors are discovered by the retirement system or if such errors are intentional, the reporting unit
shall pay the late fee and interest charges as described in this subsection for each day that the report is in
error, unless reasonable cause is shown to the satisfaction of the retirement system.

(8) Upon written notice from the retirement board, the superintendent of public instruction and the state
treasurer shall withhold payment of state funds, in part or in whole, payable from the state school aid
appropriation or higher education appropriations to a reporting unit that fails to comply with this section.

History: 1980, Act 300, Imd. Eff. Oct. 31, 1980;Am. 1985, Act 91, Imd. Eff. July 10, 1985;Am. 1989, Act 194, Imd. Eff. Aug.
25, 1989;Am. 1994, Act 272, Imd. Eff. July 11, 1994;Am. 1996, Act 268, Imd. Eff. June 12, 1996;Am. 2010, Act 75, Imd. Eff.
May 19, 2010;Am. 2012, Act 300, Imd. Eff. Sept. 4, 2012.

Compiler's note: Enacting section 1 of Act 75 of 2010 provides:
"Enacting section 1. If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding

does not affect the validity of the remaining sections of this act or the act in its entirety."
Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300

38.1343 Percentage paid for participants in optional retirement program.
Sec. 43. The percentage of aggregate annual compensation to be paid for employees who participate in the

optional retirement program under the optional retirement act of 1967, Act No. 156 of the Public Acts of
1967, as amended, being sections 38.381 to 38.388 of the Michigan Compiled Laws, shall be only for the
employer's share of social security.

History: 1980, Act 300, Imd. Eff. Oct. 31, 1980;Am. 1986, Act 123, Imd. Eff. June 2, 1986;Am. 1987, Act 242, Imd. Eff. Dec.
28, 1987;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989;Am. 1994, Act 272, Imd. Eff. July 11, 1994.

Popular name: Act 300

38.1343a Contributions of member to member investment plan; deduction and remittance as
employer contributions; benefits; amount of contribution; amounts; percentage.
Sec. 43a. (1) The contributions of a member who contributes to the member investment plan shall be

deducted by the employer and remitted as employer contributions to the retirement system pursuant to section
42. A member who contributes to the member investment plan is entitled to the benefits provided in sections
43b and 43c.

(2) Except as otherwise provided in subsection (7), a member who first became a member on or before
December 31, 1989 and who elected or elects on or before December 31, 1989 to contribute to the member
investment plan shall contribute 3.9% of the member's compensation to the member investment plan.

(3) Except as otherwise provided in subsection (7), a member who first became a member on or before
December 31, 1986 but did not perform membership service between December 31, 1986 and January 1,
1990, and who returns to membership service on or after January 1, 1990 and before July 1, 2008, shall make
the contributions described in subsection (5).

(4) Except as otherwise provided in subsection (7), a member who first became a member on or after
January 1, 1990 and before July 1, 2008 shall make the contributions described in subsection (5).

(5) Except as otherwise provided in subsection (7), a member who first became a member on or after
January 1, 1990 and before July 1, 2008 shall contribute the following amounts to the member investment
plan:
Member's annual school fiscal Amount payable to the member
year earned compensation investment plan
Not over $5,000.00 3% of member's compensation
Over $5,000.00 but not over $150.00, plus 3.6% of the
$15,000.00 excess over $5,000.00
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Over $15,000.00 $510.00, plus 4.3% of the
excess over $15,000.00

(6) Except as otherwise provided in subsection (7), a member who first became a member on or after July
1, 2008 shall contribute the following amounts to the member investment plan:
Member's annual school Amount payable to the member
fiscal year earned compensation investment plan
Not over $5,000.00 3% of member's compensation
Over $5,000.00 but not over $150.00, plus 3.6% of excess
$15,000.00 over $5,000.00
Over $15,000.00 $510.00, plus 6.4% of the

excess over $15,000.00
(7) Beginning on the transition date, a member described in subsections (2) to (6) who makes the election

under section 59(1) and who does not make the attainment date designation under section 59(1) shall
contribute the percentage of the member's annual school fiscal year earned compensation to the retirement
system as prescribed in section 43g until termination of employment. Beginning on the transition date, a
member described in subsections (2) to (6) who makes the election and attainment date designation under
section 59(1) shall contribute the percentage of the member's annual school fiscal year earned compensation
to the retirement system as prescribed in section 43g until his or her attainment date and shall contribute the
percentage of the member's annual school fiscal year earned compensation to the retirement system as
prescribed in this section on and after his or her attainment date until termination of employment. Beginning
on the transition date, a member described in subsections (2) to (6) who makes or is considered to have made
the alternative election under section 59(2)(a) shall continue to contribute the percentage of the member's
annual school fiscal year earned compensation to the retirement system as prescribed in this section until
termination of employment. Beginning on the transition date, a member described in subsections (2) to (6)
who makes the alternative election under section 59(2)(b) shall not contribute any percentage of the member's
annual school fiscal year earned compensation to the retirement system under this section or section 43g.

History: Add. 1985, Act 91, Imd. Eff. July 10, 1985;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989;Am. 1990, Act 298, Eff. Mar.
28, 1991;Am. 2002, Act 94, Imd. Eff. Mar. 27, 2002;Am. 2007, Act 111, Imd. Eff. Oct. 1, 2007;Am. 2012, Act 300, Imd. Eff.
Sept. 4, 2012.

Compiler's note: Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300

***** 38.1343b THIS SECTION MAY NOT APPLY: See subsection (8) of 38.1343a ***** 

38.1343b Eligibility requirements; exceptions.
Sec. 43b. A member who contributes to the member investment plan shall have the eligibility requirements

of section 81 except as follows:
(a) The age 55 requirement of section 81(1)(a) shall not apply.
(b) The 10 years of credited service requirement of section 81(1)(b) shall be 5 years if the member is

working as a public school employee and the member received credited service in each of the 5 school fiscal
years immediately preceding the retirement allowance effective date.

History: Add. 1985, Act 91, Imd. Eff. July 10, 1985;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989.

Popular name: Act 300

38.1343c Entitlements.
Sec. 43c. A member other than a member who first became a member on or after July 1, 2010 who

contributes to the member investment plan, or the retirement allowance beneficiary of that member, shall be
entitled to all of the following:

(a) A 36-month averaging period for the computation of final average compensation, as provided in section
4.

(b) An annual increase in the retirement allowance. The first increase will occur on the first October 1 that
is at least 1 full year after the effective date of the retirement allowance. Subsequent annual increases will
occur on October 1 of each subsequent year. The amount of the annual increase shall be equal to 3% of the
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retirement allowance that would be payable as of the date of the increase without application of this
subdivision. However, if the retirement allowance is being paid under section 85(2), the increase shall be
based on the retirement allowance that would have been paid under the payment option selected by the
member under section 85(1).

(c) The credited service eligibility requirement applicable to the survivor benefits provided in section 89
shall be reduced as follows:

(i) The 15 years of credited service requirement shall be 10 years.
(ii) The 10 years of credited service requirement shall be 5 years.
History: Add. 1985, Act 91, Imd. Eff. July 10, 1985;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989;Am. 1998, Act 213, Eff. Mar.

23, 1999;Am. 2010, Act 75, Imd. Eff. May 19, 2010.

Compiler's note: Enacting section 1 of Act 75 of 2010 provides:
"Enacting section 1. If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding

does not affect the validity of the remaining sections of this act or the act in its entirety."

Popular name: Act 300

38.1343d Repealed. 2012, Act 300, Imd. Eff. Sept. 4, 2012.
Compiler's note: The repealed section pertained to conditions for election to make contributions to member investment plan.

38.1343e Member before September 4, 2012; contribution of percentage to funding account
under public employee retirement health care funding act; "funding account" defined.
Sec. 43e. Except as otherwise provided in this section or section 91a, each member who first became a

member before September 4, 2012 shall contribute 3% of the member's compensation to the appropriate
funding account established under the public employee retirement health care funding act, 2010 PA 77, MCL
38.2731 to 38.2747. The member contributions under this section shall be deducted by the employer and
remitted as employer contributions in a manner that the retirement system shall determine. As used in this
section, "funding account" means the appropriate irrevocable trust created in the public employee retirement
health care funding act, 2010 PA 77, MCL 38.2731 to 38.2747, for the deposit of funds and the payment of
retirement health care benefits.

History: Add. 2010, Act 75, Imd. Eff. May 19, 2010;Am. 2012, Act 300, Imd. Eff. Sept. 4, 2012.

Compiler's note: Enacting section 1 of Act 75 of 2010 provides:
"Enacting section 1. If any section or part of a section of this act is for any reason held to be invalid or unconstitutional, the holding

does not affect the validity of the remaining sections of this act or the act in its entirety."
Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300

38.1343g Contribution beginning on transition date; amount; method of deducting
contributions; picking up member contributions for compensation on or after transition
date; benefit.
Sec. 43g. (1) Beginning on the transition date and ending upon the member's termination of employment or

attainment date, as applicable under section 59(1), each member who made the election under section 59(1)
shall contribute an amount equal to a percentage of his or her compensation to the reserve for employee
contributions or to the member investment plan as set forth in subdivision (a) or (b), as applicable, to provide
for the amount of retirement allowance that is calculated only on the credited service accrued and
compensation for that member on or after the transition date. Subject to subsection (2), the member shall not
contribute any amount under this subsection for any years of credited service accrued or compensation before
the transition date. Subject to subsection (2), the amount to be contributed under this subsection is as follows:

(a) For a member who does not contribute to the member investment plan as of September 3, 2012, 4% of
compensation to the reserve for employee contributions.

(b) For a member who does contribute to the member investment plan as of September 3, 2012, 7% of
compensation to the member investment plan.

(2) The retirement system shall determine a method of deducting the contributions provided for in this
section from the compensation of each member for each payroll and each payroll period. The contributions
under subsection (1) shall not exceed the total normal cost contribution rate.

(3) The employer shall pick up the member contributions required by subsection (1) for all compensation
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on or after the transition date. Contributions picked up shall be treated as employer contributions in
determining tax treatment under the internal revenue code. The employer shall pay these member
contributions from the same source of funds that is used in paying compensation to the member.

(4) A member is entitled to the benefit of all contributions made under this section in the same manner as
provided under section 29.

History: Add. 2012, Act 300, Imd. Eff. Sept. 4, 2012.

Compiler's note: Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300

38.1344 Separation from service; death; unclaimed retirement allowance or other money.
Sec. 44. Upon the separation from service by a member or upon the death of a member, a former member,

a retirant, a retirement allowance beneficiary, or a refund beneficiary, any unclaimed retirement allowance or
other money otherwise payable on account of the separation or death shall remain a part of that fund in which
it is deposited until claimed by the separated member, retirement allowance beneficiary, or refund beneficiary
or the estate or legal representative of a separated member, retirement allowance beneficiary, or refund
beneficiary.

History: 1980, Act 300, Imd. Eff. Oct. 31, 1980;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989.

Popular name: Act 300

38.1345 Change or error in records; correction; adjustment in benefits.
Sec. 45. If a change or error in the records of the retirement system results in a retirant, retirement

allowance beneficiary, or refund beneficiary receiving from the retirement system more or less than the
retirant, retirement allowance beneficiary, or refund beneficiary would have been entitled to receive had the
records been correct, the retirement system shall correct the error, and as far as practicable, shall adjust the
payment to provide an actuarial equivalent of the benefit to which the retirant, retirement allowance
beneficiary, or refund beneficiary was entitled. An adjustment in benefits shall not be made for an error
totaling $10.00 or less annually and the amount shall be debited or credited to the reserve for employer
contributions.

History: 1980, Act 300, Imd. Eff. Oct. 31, 1980;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989.

Popular name: Act 300

38.1346 Benefits; exemption from taxation; subject to taxation beginning January 1, 2012;
offset of retirement benefits or refunds; forfeiture of service credit.
Sec. 46. (1) Except as otherwise provided in this section, a retirement allowance, an optional benefit, or

any other benefit accrued or accruing to a person under this act, the reserves created by this act, and the
money, investments, or income of those reserves are exempt from state, county, municipal, or other local tax
and are subject to the public employee retirement benefit protection act, 2002 PA 100, MCL 38.1681 to
38.1689.

(2) Beginning January 1, 2012, a retirement allowance, an optional benefit, or any other benefit accrued or
accruing to a person under this act is subject to state tax upon distribution to the person from the various funds
created by this act.

(3) The retirement system may offset retirement benefits or refunds payable under this act against amounts
owed to the retirement system by a member, retirant, retirement allowance beneficiary, or refund beneficiary.

(4) If the retirement system is required by the federal government pursuant to a court order to transmit a
part of a member's contributions standing to the member's credit in the reserve for employee contributions to a
federal agency, the service credit that is covered by the payment shall be forfeited in the same manner as if the
employee had requested and been paid a refund of the member's most recent contributions.

History: 1980, Act 300, Imd. Eff. Oct. 31, 1980;Am. 1985, Act 40, Imd. Eff. June 13, 1985;Am. 1989, Act 194, Imd. Eff. Aug.
25, 1989;Am. 1991, Act 47, Imd. Eff. June 27, 1991;Am. 2002, Act 94, Imd. Eff. Mar. 27, 2002;Am. 2011, Act 42, Imd. Eff. May
25, 2011.

Popular name: Act 300

38.1347 Employee of Michigan high school athletic association; entitlement to benefits
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preserved; limited membership; continued service; eligibility for retirement benefits;
election; termination of employment; computation of retirement allowance.
Sec. 47. (1) An employee of the Michigan high school athletic association who is a member on December

31, 1987 shall have his or her entitlement to benefits from the retirement system preserved as those benefits
exist on December 31, 1987. That employee shall retain a limited membership in the retirement system as
provided in this section.

(2) The employee's continued service with the Michigan high school athletic association is service in the
retirement system for the purpose of determining the employee's eligibility for retirement benefits that are
dependent upon a specified period of total service or upon the attainment of a specified age while in service,
or both. Notwithstanding section 81a(1)(c), the employee shall be eligible to retire under section 81a after
December 31, 1987, if all the other requirements of that section are met.

(3) The employee shall be eligible to elect to receive his or her retirement allowance under section 85 if all
the requirements of that section are met. The employee shall also be eligible to elect the option provided in
section 85(1)(b) and nominate a retirement allowance beneficiary as specified in section 85(3) if all the other
requirements of section 89 are met. If a Michigan high school athletic association employee has met all age
and service requirements for a retirement allowance as of December 31, 1987, the employee is eligible for
benefits under section 85 as of December 31, 1987.

(4) If the employee terminates his or her employment with the Michigan high school athletic association
with a retirement allowance payable under the retirement system, the computation of the retirement allowance
shall be based upon all of the following:

(a) The employee's credited service as of December 31, 1987.
(b) The employee's final average compensation before January 1, 1988, as determined under section 4, or,

the average of the employee's annual compensation immediately before January 1, 1988 if the employee's
total credited service is less than 5 years.

History: Add. 1987, Act 242, Imd. Eff. Dec. 28, 1987;Am. 1989, Act 194, Imd. Eff. Aug. 25, 1989.

Popular name: Act 300

38.1359 Calculation of retirement allowance; election and attainment date designation; credit
for future service accrued and compensation earned; alternative election; method of
accepting elections, designations, and alternative elections; member not making or
rescinding election or who makes alternative election; reemployed member; definitions.
Sec. 59. (1) The retirement system shall permit each qualified member to make an election with the

retirement system to continue to receive credit for any future service and compensation on and after the
transition date, for purposes of a calculation of a retirement allowance under section 84b. As part of the
election under this subsection, the retirement system shall permit the qualified member to make a designation
that the contributions prescribed in section 43g shall be paid only until the member's attainment date. A
qualified member who makes the election and the attainment date designation under this subsection shall
make the contributions prescribed in section 43g only until the member's attainment date and shall make the
contributions prescribed in section 43a on and after his or her attainment date. A qualified member who
makes the election and the attainment date designation under this subsection shall continue to receive credit
for any future service accrued and compensation earned after his or her attainment date for the purpose of the
calculation of a retirement allowance under section 84b. A qualified member who makes the election under
this subsection and who does not make the attainment date designation or rescinds the attainment date
designation under this subsection shall make the contributions prescribed in section 43g until termination of
employment. A qualified member who makes the election under this subsection and who does not make the
attainment date designation under this subsection shall receive credit for any future service accrued and
compensation earned for the purpose of the calculation of a retirement allowance under section 84b.

(2) The retirement system shall permit each qualified member to make an alternative election described in
this subsection with the retirement system, if the qualified member does not make the election or the election
and designation under subsection (1). A qualified member who does not make the election or the election and
designation under subsection (1) and who does not make an alternative election described in this subsection is
considered to have made the alternative election described in subdivision (a). A qualified member who does
not make the election or the election and designation under subsection (1) shall be permitted to make 1 of the
following alternative elections:

(a) To continue to receive credit for any future service and compensation on and after the transition date,
for the purpose of the calculation of a retirement allowance under section 84b. A qualified member who
makes or is considered to have made the alternative election in this subdivision shall continue to make the
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employee contributions as provided in section 43a and shall not make the employee contributions described in
section 43g.

(b) To freeze all service and compensation to that member as of the day before the transition date for the
purpose of the calculation of a retirement allowance under section 84b and, beginning on the transition date,
to be eligible for the employer contribution to the member's Tier 2 account as provided in section 84b.
Beginning on the transition date, a qualified member who makes the alternative election in this subdivision
shall not make the employee contributions described in section 43a or 43g.

(3) The retirement system shall determine a method of accepting qualified member elections, designations,
and alternative elections under this section. The retirement system shall accept elections, designations, and
alternative elections under this section from qualified members during an election period that begins on
September 4, 2012 and ends at 5 p.m. eastern standard time on January 9, 2013. A qualified member may
rescind an election, designation, or alternative election before the close of the election period. An election,
designation, or alternative election made by a qualified member and not rescinded before the close of the
election period shall not be rescinded.

(4) A qualified member who does not make or who rescinds the election under subsection (1) on or before
the close of the election period and who makes or is considered to have made the alternative election under
subsection (2)(a) is subject to all of the following:

(a) He or she ceases to receive credit for any future service and compensation for purposes of a calculation
of a retirement allowance as prescribed in section 84, beginning 12 midnight on the day before the transition
date.

(b) He or she becomes subject to section 84b for any future service and compensation on or after 12:01
a.m. on the transition date for purposes of a calculation of a retirement allowance.

(c) He or she shall receive a retirement allowance calculated under section 84 that is based only on credited
service and compensation allowed under section 84b(1) and (2). This subdivision does not affect an
individual's right to health insurance coverage provided under section 91 or credit for service provided under
section 84b(7).

(5) A qualified member who does not make or who rescinds an election under subsection (1) and who
makes the alternative election under subsection (2)(b) on or before the close of the election period under this
section is subject to all of the following:

(a) He or she ceases to receive credit for any future service and compensation for purposes of a calculation
of a retirement allowance as prescribed in section 84, beginning 12 midnight on the day before the transition
date.

(b) He or she becomes subject to section 84b for any future service and compensation on or after 12:01
a.m. on the transition date for purposes of a calculation of a retirement allowance and eligibility for the
employer contribution to the member's Tier 2 account.

(c) He or she shall receive a retirement allowance calculated under section 84 that is based only on credited
service and compensation allowed under section 84b(3) and (4). This subdivision does not affect an
individual's right to health insurance coverage provided under section 91 or credit for service provided under
section 84b(7).

(6) A qualified member who makes the election and the attainment date designation under subsection (1)
and who does not rescind the election and designation on or before the close of the election period under this
section is subject to all of the following:

(a) He or she ceases to receive credit for any future service and compensation for purposes of a calculation
of a retirement allowance as prescribed in section 84, beginning 12 midnight on the member's attainment date.

(b) He or she becomes subject to section 84b for any future service and compensation on or after 12:01
a.m. on the day after the attainment date if he or she remains employed by an employer.

(c) He or she shall receive a retirement allowance calculated under section 84 that is based only on credited
service and compensation allowed under section 84b(5) and (6). This subdivision does not affect a person's
right to health insurance coverage provided under section 91 or credit for service provided under section
84b(7).

(7) An individual who is not a qualified member, who was a member before July 1, 2010, who is a
deferred member or former nonvested member on September 3, 2012, and who is reemployed on or after
September 4, 2012 shall be treated in the same manner as a member described in subsection (4) and shall
become subject to section 84b for any future service and compensation.

(8) Any member who is reemployed on or after September 4, 2012 and who, while a member, made an
election, designation, or alternative election or is considered to have made an alternative election under this
section shall be treated as retaining that election, designation, or alternative election on his or her date of
reemployment.
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(9) As used in this section:
(a) "Attainment date" means that term as defined in section 84b.
(b) "Qualified member" means a member who meets all of the following requirements:
(i) He or she first became a member before July 1, 2010.
(ii) He or she has earned service credit in the 12 months ending September 3, 2012 or was on an approved

professional services or military leave of absence on September 3, 2012.
History: Add. 2012, Act 300, Imd. Eff. Sept. 4, 2012;Am. 2012, Act 359, Imd. Eff. Dec. 14, 2012.

Compiler's note: Enacting section 2 of Act 300 of 2012 provides:
"Enacting section 2. (1) If the office of retirement services in the department of technology, management, and budget receives

notification from the United States internal revenue service that any section or any portion of a section of this amendatory act will cause
the retirement system to be disqualified for tax purposes under the internal revenue code, then the portion that will cause the
disqualification does not apply.

"(2) The provisions of this amendatory act are severable. If any part of this amendatory act is declared invalid or unconstitutional, that
declaration shall not affect the remaining part of this amendatory act."

Popular name: Act 300
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